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HARSHBARGER  UNVEILS  ELECTRIC  RESTRUCTURING  PLAN: 
MASSACHUSETTS  ELECTRIC  IS  FIRST  UTILITY  TO  SIGN  ON 

All  Customers  Guaranteed  To  Save  10  Percent  For  Total  Savings  Of  At  Least  $3  Billion 

Attorney  General  Scott  Harshbarger  today  unveiled  his  plan  to  restructure  the  electric  utility 
industry  in  Massachusetts,  and  announced  that  Massachusetts  Electric  Company,  the  largest  retail 
electric  company  in  the  state  and  its  affiliate,  New  England  Power  Company,  have  become  the  first 
to  sign  on  to  the  groundbreaking  "Consumers  First"  initiative. 

The  plan  would  allow  all  Massachusetts  residential  and  business  consumers  of  the  state's 
investor-owned  utilities  to  choose  their  supplier  of  electricity  on  Jan.  1,  1998;  would  require  all 
customers  be  given  an  option  that  guarantees  a  minimum  of  10  percent  savings  on  their  monthly 
bills;  and  would  create  a  national  model  for  reducing  air  pollution  from  older  power  plants. 

Harshbarger's  plan  will  result  in  statewide  consumer  savings  of  at  least  $3  billion  over  the 
first  seven  years  of  the  transition  to  a  competitive  electric  industry,  if  it  is  implemented  statewide  on 
behalf  of  2.5  million  investor-owned  utility  customers  in  Massachusetts. 

"This  ambitious  plan  is  the  first  in  the  country  to  guarantee  savings  for  all  customers  during 
the  transition  to  a  competitive  industry,"  Harshbarger  said.  "In  a  restructured  market,  consumers  will 
no  longer  be  forced  to  buy  all  of  their  electric  service  from  a  single  regional  monopoly.  Instead,  they 
will  buy  the  power  they  need  from  a  number  of  competing  companies,  in  much  the  same  way  they 
now  choose  among  long-distance  telephone  carriers." 

Harshbarger  announced  that  Massachusetts  Electric,  which  serves  950,000  consumers  in  150 
communities,  has  become  the  first  of  seven  investor-owned  utilities  in  the  state  to  reach  an 
agreement  in  principle  to  enact  his  "Consumers  First"  restructuring  plan. 
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"The  underlying  motive  for  industry  restructuring  has  always  been  lower  prices  for 
customers,"  said  John  W.  Rowe,  president  and  chief  executive  officer  of  New  England  Electric 
System  (NEES),  parent  of  Massachusetts  Electric  and  New  England  Power.  "The  Attorney  General 
has  honed  in  on  this  goal  and  hammered  out  a  plan  that  truly  has  consumer  interests  at  heart." 

The  agreement  in  principle  reached  with  Massachusetts  Electric  would  save  an  average 
residential  customer  of  the  company  at  least  $6  off  their  monthly  bill.  Massachusetts  Electric's 
service  area  stretches  from  Newburyport  to  Quincy  to  West  Stockbridge,  and  includes  homeowners 
and  businesses  in  Worcester,  Lawrence,  Salem,  Everett,  Lynn,  Northampton  and  Gloucester. 

Massachusetts  Electric's  agreement  to  implement  "Consumers  First"  would  result  in  its  base 
rates  being  frozen  until  retail  choice  begins.  Statewide,  Harshbarger's  restructuring  plan  would 
encourage  all  utilities  to  maintain  current  service  levels  once  competition  starts,  by  requiring  them  to 
meet  specific  reliability  and  consumer  satisfaction  standards  or  incur  penalties  of  up  to  $2  million. 

Harshbarger  and  his  staff  intend  to  present  the  "Consumers  First"  plan  to  other  members  of 
the  electric  industry  in  the  next  few  weeks  in  an  effort  to  reach  a  broad  consensus  before  formally 
filing  the  initiative  with  the  Massachusetts  Department  of  Public  Utilities  (DPU)  on  Oct.  1. 

"This  plan  should  be  acceptable  to  all  interested  parties,  including  utilities  and  the  DPU," 
Harshbarger  said.  "Utility  investors  will  have  a  reasonable  opportunity  to  recoup  their  past 
investments.  There  will  be  progress  in  reducing  air  pollution  and  encouraging  energy  efficiency. 
There  will  be  programs  to  make  power  more  affordable  for  low  income  consumers.  Everyone  wins." 

The  Conservation  Law  Foundation,  the  Massachusetts  High  Technology  Council,  the 
Northeast  Energy  Efficiency  Council,  and  independent  power  producers,  American  National  Power, 
American  Tractabel  and  the  New  England  Energy  &  Commerce  Association,  also  support 
Harshbarger's  plan.  It  must  be  approved  by  the  DPU  and  the  Federal  Energy  Regulatory 
Commission.  Any  necessary  enabling  legislation  will  be  sought. 

"We  will  work  closely  with  the  Legislature  to  open  the  electricity  industry  in  Massachusetts 
to  competition,"  Harshbarger  said. 

State  Sen.  John  D.  O'Brien,  Senate  chair  of  the  Legislature's  Special  Joint  Committee  on 
Electric  Utility  Restructuring,  was  enthusiastic  about  the  potentail  savings  to  businesses  and 
residents.  "Across  the  board  savings  for  all  ratepayers  is  the  Legislature's  focus  in  the  electric  utility 
restructuring  denate,"  said  O'Brien,  of  Lawrence. 

Customer  Savings 

Under  "Consumers  First,"  all  customers  of  investor-owned  utilities  in  the  state  would  be  free 
to  enter  the  competitive  market  and  choose  a  new  supplier  of  electric  power  beginning  Jan.  1,  1998. 
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While  the  exact  savings  resulting  from  competition  cannot  be  predicted,  a  Massachusetts 
Electric  pilot  program  has  already  resulted  in  savings  of  14  percent.  Harshbarger's  plan  would 
provide  all  consumers  with  a  "Standard  Offer"  option  that  will  guarantee  a  savings  of  at  least  10 
percent  off  today's  prices,  even  if  they  do  not  enter  the  competitive  electricity  market  right  away. 

The  "Standard  Offer"  feature  would  serve  as  a  benchmark  for  consumers  to  compare  offers 
made  by  energy  suppliers.  The  estimated  seven-year  savings  mark  of  $3  billion  is  conservatively 
based  on  a  1 0  percent  reduction  in  Massachusetts  Electric  rates,  already  the  lowest  in  the  state. 

"If  the  Attorney  General  and  the  state's  largest  utility  can  reach  an  agreement  on  this 
difficult  subject,  then  we  are  really  making  some  progress.  Piantedosi  Baking  Company  is  most 
concerned  with  lowering  our  electric  bills  to  be  more  competitive  with  out-of-state  companies.  If  it 
can  be  done  without  threatening  reliability,  then  we're  for  it.  'Consumers  First'  appears  to  do  that," 
said  Joseph  A.  Piantedosi,  Jr.,  senior  vice  president  of  marketing  for  the  Maiden-based  company. 

Harshbarger's  restructuring  plan  also  would  require  utilities  and  suppliers  to  competitively 
bid  against  each  other  for  the  right  to  supply  power  to  Standard  Offer  customers. 

"This  bid  process  is  a  must  to  create  real  competition  right  out  of  the  gate.  All  suppliers  must 
have  the  ability  to  market  to  all  customers.  We  are  pleased  the  Attorney  General's  plan  provides  a 
mechanism  for  independent  power  producers  to  compete  to  deliver  power  to  Standard  Offer 
customers.  We  expect  many  customers  may  take  advantage  of  Standard  Offer  prices  until  they  are 
comfortable  with  the  new  market,"  said  Joseph  Fitzpatrick,  senior  vice  president  of  American 
National  Power  and  state  energy  secretary  under  former  Gov.  Edward  F.  King. 

"The  important  elements  of  the  Attorney  General's  plan,  and  the  reasons  I  can  support  it,  are 
the  preservation  of  existing  discounts,  consumer  protection  and  enhanced  energy  efficiency  for  low- 
income  customers.  It  is  critical  all  consumers,  regardless  of  income,  have  access  to  these  essential 
services,"  said  Elliott  Jacobson,  director  of  Action  Energy,  representing  low-income  consumers. 

Environment 

Harshbarger's  restructuring  plan  also  features  environmental  provisions  that,  starting  in  the 
year  2000,  would  require  older  fossil-fueled  power  plants  to  meet  the  same  emissions  standards 
required  of  new  units,  by  the  time  each  unit  has  been  in  operation  for  40  years  or  by  2010,  whichever 
comes  first.  This  feature  is  a  national  model  to  address  concerns  that  restructuring  will  extend  the 
life  of  old,  dirty  power  plants  without  holding  them  to  current  strict  environmental  standards. 

"This  plan  shows  we  can  lower  prices,  promote  competition  and  improve  the  environment  at 
the  same  time,"  Harshbarger  said.  "It's  a  good  deal  for  consumers,  for  the  economy,  and  for  the 
public  health." 
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Power  plant  owners  would  have  a  cap  on  total  emissions,  which  could  be  met  through  a 
combination  of  measures,  including  emission  control  technologies,  switching  to  different  fuels, 
retiring  units,  or  purchasing  surplus  emissions  credits  from  other  suppliers. 

The  agreement  with  Massachusetts  Electric  would  not  only  dramatically  reduce  polluting 
emissions,  but  also  would  require  additional  funding  for  renewable  energy  options;  and,  continued 
funding  for  the  company's  award-winning  efficiency  and  conservation  programs. 

"This  plan  is  a  big  environmental  step  forward  in  three  ways,"  said  Lew  Milford,  senior 
attorney,  Conservation  Law  Foundation.  "It  establishes  customer  choice,  allowing  renewable  and 
clean  plants  to  compete  against  existing  dirtier  sources.  It  provides  funding  to  commercialize  energy 
efficient  and  renewable,  low-polluting  power  sources.  And,  it  aggressively  reduces  emissions  for 
existing  coal  and  oil  plants  down  to  levels  that  their  new  cleaner  competitors  have  to  meet." 

Preserving  A  Reliable  Industry 

Existing  contracts  would  be  honored  and  approved  utility  investments  recovered,  subject  to 
independent  market  valuations,  under  Harshbarger's  plan.  For  example,  Massachusetts  Electric 
would  recover  past  investments  through  a  charge  that  starts  at  2.8  cents  per  kilowatt  hour  for  three 
years,  and  declines  over  time.  Today's  bills  include  a  3.4  cent  per  k Wh  charge  for  these  investments. 

The  utility  would  be  required  to  conduct  a  market  valuation  of  at  least  15  percent  of  its 
fossil-fuel  and  hydro-electric  generation  assets.  The  market  value  then  would  be  deducted  from  the 
amount  the  utility  is  allowed  to  recover. 

"Massachusetts  Electric  and  the  NEES  companies  support  the  Attorney  General's  plan 
because  it  treats  all  concerned,  including  both  our  customers  and  our  own  shareholders,  fairly  during 
this  transition,"  said  Rowe. 

Harshbarger's  plan  also  would  provide  tax  protection  for  communities  whose  local  power 
plant  may  experience  reduced  value  under  competition,  and  create  benefits  for  utility  employees 
who  might  be  impacted  by  the  transition  to  a  competitive  market. 

The  "Consumers  First"  initiative  caps  at  least  18  months  of  work  by  Harshbarger,  Assistant 
Attorney  General  George  Dean,  chief  of  Harshbarger's  Regulated  Industries  Division,  and  Dean's 
staff,  who  represent  Massachusetts  consumers  in  utility  and  insurance  rate  cases.  The  agreement  in 
principle  with  Massachusetts  Electric  is  the  product  of  four  months  of  negotiations. 

(end) 
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REMARKS  OF  ATTORNEY  GENERAL  SCOTT  HARSHBARGER 

Announcing  "Consumers  First"  Electric  Restructuring  Plan 
Thursday,  September  12, 1996 


I  want  to  thank  the  Piantedosi  family  and  its  employees  for  allowing  us  to  disrupt  their 
afternoon. 

We  are  here  today  to  address  one  of  the  most  important  consumer  protection  and  business 
competition  issues  of  the  early  21st  century  —  the  restructuring  of  the  electric  industry.  Now 
when  I  say  "electric  restructuring,"  I  can  just  hear  people  start  to  nod  off.  It's  a  difficult  concept 
for  most  people  to  grasp.  But  it  all  comes  down  to  creating  new  choices  and  new  savings  for 
residential  and  business  consumers. 

How  does  this  work?  In  a  restructured  market,  consumers  will  no  longer  be  forced  to  buy 
all  of  their  electric  service  from  a  single  regional  monopoly.  Instead,  we  can  buy  the  power  we 
need  from  a  number  of  competing  companies.    It's  very  much  like  the  way  we  now  choose 
among  long-distance  telephone  carriers. 

The  reason  this  is  important  is  because  electricity  is  fundamental  to  modern  life  and  the 
livelihood  of  industry.  The  price  of  electricity  can  determine  whether  a  family  or  business  can 
make  ends  meet,  and  whether  a  state  can  attract  and  keep  jobs. 

Today,  I  am  pleased  to  announce  an  ambitious,  ground  breaking  plan  to  restructure  the 
investor-owned  electric  utility  industry  in  Massachusetts. 

My  plan  is  called  "Consumers  First."    The  bottom  line  is  quite  simple:  The  "Consumers 
First"  plan  guarantees  all  2.5  million  customers  of  investor-owned  utilities  in  Massachusetts  a 
minimum  savings  of  10  percent  on  their  monthly  electric  bill. 

If  my  plan  is  implemented  across  the  state,  it  would  mean  a  total  savings  to  homeowners 
and  business  customers  of  at  least  three  billion  dollars.     It's  the  first  such  plan  in  the  nation  to 
guarantee  savings  across  the  board. 

In  addition  to  guaranteed  consumer  savings,  my  "Consumers  First"  plan  will  create  a 
national  model  for  environmental  protections  that  would  reduce  air  pollution  from  older  power 
plants  and  maintain  current  utility  energy  conservation  programs. 


It  protects  and  preserves  discounts,  redlining  protections  and  other  key  services  for  low- 
income  consumers. 

It  allows  utilities  reasonable  opportunities  to  recover  their  historic  investments.  Up  until 
now,  that  problem  has  been  one  of  the  major  stumbling  blocks  to  throwing  the  market  open  to 
competition  and  choice.  And  it  offers  tax  protections  for  municipal  power  plants  and  protections 
for  utility  employees  during  the  transition  to  a  new  market. 

"Consumers  First"  shows  that  we  can  lower  prices,  promote  competition  and  improve  the 
environment  at  the  same  time.  It's  a  good  deal  for  consumers,  it's  a  good  deal  for  the  economy, 
and  it's  a  good  deal  for  the  environment.  It  will  also  work  to  keep  Massachusetts  industries 
competitive  with  their  rivals  in  other  states. 

I  am  also  pleased  to  announce  that  Massachusetts  Electric  Company,  the  largest  retail 
electric  company  in  the  state,  and  its  affiliate,  New  England  Power  Company,  are  the  first  to  sign 
on  to  this  ground  breaking  initiative. 

Mass  Electric  serves  almost  one  million  consumers  in  150  communities.  This  agreement 
in  principle  means  Mass  Electric's  average  residential  customer  will  save  at  least  six-dollars  a 
month  because  of  "Consumers  First." 

I  am  pleased  that  Mass  Electric  is  taking  a  lead  role  in  this  pioneering  effort.    I  intend  to 
work  hard  in  the  coming  weeks  to  persuade  other  investor-owned  utilities  in  this  state  to  join 
Mass  Electric  in  the  ground  breaking  agreement.  I  will  formally  file  my  plan  with  the  DPU  on 
October  first. 

At  this  time,  I'm  pleased  to  introduce  John  Rowe,  president  and  CEO  of  New  England 
Electric  System,  parent  of  Mass  Electric  and  New  England  Power. 

(end) 


ATTORNEY  GENERAL  SCOTT  HARSHBARGER'S 
"CONSUMERS  FIRST"  ELECTRIC  INDUSTRY  RESTRUCTURING  PLAN 

A  SUMMARY 

1.  CONSUMER  SAVINGS 

*  Through  the  Standard  Offer  option,  guarantees  minimum  10%  savings  off 
today's  prices  during  the  first  seven  years  of  retail  competition.  Greater  savings 
expected  for  customers  entering  the  competitive  market. 

*  Based  on  1 0%  savings,  Massachusetts  consumers  will  save  at  least  $3  billion  in 
the  first  seven  years  of  competition. 

*  Base  rates  frozen  until  choice  date. 

2.  ALL  CUSTOMERS  BENEFIT 

*  All  customers  have  option  of  choosing  electricity  supplier  on  January  1,  1998. 

*  Default  service  for  customers  whose  supplier  is  unable  to  provide  electric  service. 

3.  ENVIRONMENTAL  PROTECTION  &  CONSERVATION 

*  Starting  in  2000,  requires  older  fossil-fueled  power  plants  in  Massachusetts  and 
potentially  the  U.S.  to  meet  "new  source  performance  standards"  for  nitrogen 
oxide  and  sulfur  dioxide  emissions,  when  the  unit  has  been  in  operation  for  40 
years,  or  by  2010,  whichever  comes  first.  These  standards  go  beyond  present 
state  and  federal  requirements.  Power  plant  owners  cap  total  emissions,  which 
can  be  met  through  a  combination  of  measures,  including  emissions  control 
technologies,  switching  to  different  fuels,  retiring  units,  or  purchasing  surplus 
emission  credits  and  allowances  from  other  suppliers. 

Nitrogen  oxide  emissions  from  New  England  Power  Company's  Salem  Harbor 
and  Brayton  Point  stations  reduced  from  23,000  tons  to  10,000  tons  in  2010. 
Sulfur  dioxide  emissions  reduced  from  80,000  tons  to  20,000  tons  in  2010. 

*  Energy  conservation  programs  maintained  at  present  levels.  Renewables  funded. 


(more) 


4.  LOW-INCOME  PROTECTION 

*  Existing  low-income  discount  and  low-income  conservation  programs  preserved. 

*  Distribution  companies  provide  default  service  to  assure  all  customers  access  to 
electric  service. 

5.  RELIABLE.  STABLE  MARKET 

*  Distribution  companies  must  allow  all  suppliers  to  bid  for  the  right  to  supply 
power  to  Standard  Offer  customers.  This  assures  non-utility  suppliers  access  to 
all  Massachusetts  customers  either  through  direct  retail  choice  or  through  the  bid 
for  Standard  Offer  customers. 

*  Non-discriminatory  transmission  and  distribution  rates  implemented  for  all 
customers  and  suppliers. 

*  Utilities  recover  their  historic  investments  through  a  transitional  access  charge 
that  starts  at  2.8  cents  for  3  years,  and  then  declines  over  time.  Sunk  costs  of 
generation  facilities  and  regulatory  assets  recovered  over  12  years.  Nuclear 
decommissioning  and  the  above-market  portion  of  independent  power  contracts 
recovered  over  the  lives  of  the  plants  and  contracts. 

*  Market  valuation  of  at  least  1 5%  of  fossil  and  hydroelectric  generating  assets 
required  within  six  months  of  choice  date.  Market  value  is  then  deducted  from 
stranded  investment  utilities  are  allowed  to  recover. 

*  Establishes  performance-based  distribution  rates,  with  penalties  up  to  $2  million 
for  falling  below  certain  standards  for  reliability  and  customer  satisfaction. 

*  Supports  reform  of  the  New  England  Power  Pool,  including  the  formation  of  a 
Regional  Transmission  Group  and  Independent  System  Operator. 

*  Establishes  standards  of  conduct  for  affiliated  companies  and  all  market  suppliers. 
Tax  protection  for  communities  whose  local  power  plants  may  experience  reduced 
value  under  competition. 

*  Fair  treatment  of  utility  employees  that  might  be  impacted  by  the  transition 
to  a  competitive  market. 

(end) 
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QUESTIONS  &  ANSWERS 

1.  What  does  Attorney  General  Harshbarger  propose? 

The  Attorney  General's  plan  would  allow  all  customers  choice  of  electricity 
supplier  on  January  1,  1998;  guarantee  customers  a  minimum  of  10  percent  savings  on 
their  electric  bills,  resulting  in  consumer  savings  of  at  least  $3  billion  during  the  first 
seven  years  of  the  transition  to  a  competitive  electricity  market;  provide  full  stranded 
investment  recovery  for  utilities;  protect  low-income  consumers;  and  protect  and  improve 
the  environment. 

2.  Which  customers  would  be  offered  an  alternative  to  their  present  electric  supplier 
and  when? 

Business  and  residential  customers,  regardless  of  size,  would  have  the  option  of 
choosing  a  new  power  supplier  beginning  January  1,  1998. 

3.  Why  is  the  Standard  Offer  option  important? 

Customers  may  not  be  comfortable  choosing  a  new  electricity  supplier  right  away, 
and  may  require  more  time  to  examine  their  options  in  the  competitive  market.  The 
Standard  Offer  option  provides  reduced  base  rates  for  seven  years. 

4.  How  much  would  electricity  bills  go  down? 

Customers  that  choose  the  Standard  Offer  would  see  their  bills  decline  by  1 0 
percent  off  today's  prices.  Customers  that  enter  the  competitive  market  should  see 
average  savings  ranging  from  1 5%  to  20%  initially,  based  on  estimated  market  prices  of 
2.0  cents  to  2.5  cents.  As  the  transition  charge  declines  over  time,  customers  should 
benefit  from  additional  savings. 

5.  Can  customers  end  up  paying  more  than  they  would  if  the  system  were  left  100 
percent  regulated? 

No.  This  plan  would  bring  more  efficiency  to  the  industry,  and  result  in  lower 
prices  than  the  current  regulated  system  can  provide. 

6.  Would  residential  customers  be  forced  to  pay  higher  rates  to  subsidize  lower  rates 
for  large  businesses  and  manufacturers? 

No. 

7.  Would  the  reliability  of  the  system  be  affected? 

No.  All  suppliers  would  be  required  to  meet  today's  reliability  standards. 


8.  How  does  the  bill  protect  low  income  customers  once  competition  arrives? 

Harshbarger's  plan  preserves  today's  discount  for  low-income  customers. 

9.  What  protections  would  be  afforded  to  those  customers  with  difficulty  making 
payments? 

Existing  payment  plan  options  will  be  available  to  customers  facing  financial 
difficulties. 

10.  What  would  customers  have  to  do  to  switch  suppliers?  How  would  they  know  their 
options? 

Customers  would  be  informed  well  in  advance  of  their  options  by  their  present 
distribution  company.  The  process  would  be  reviewed  thoroughly  by  the  Department  of 
Public  Utilities.  The  suppliers  in  the  new  market  also  would  be  providing  information  to 
potential  customers.  The  transition  would  be  as  simple  as  we  can  make  it.  Because  of  the 
Standard  Offer  protections,  customers  would  not  be  under  any  undue  pressure  to  make 
decisions. 

11.  Who  would  bear  the  cost  of  switching,  the  customer  or  the  supplier?  Would 
customers  need  new  equipment  installed?  Would  it  be  complicated? 

There  would  be  no  charge  to  consumers  for  switching  suppliers  initially. 
Electricity  would  be  supplied  over  the  existing  wires,  and  measured  by  the  existing  meter. 
The  customer  would  have  the  option  to  sign  a  contract  with  a  new  supplier,  who  would 
make  all  the  necessary  arrangements. 

12.  Do  customers  need  special  meters  to  participate? 

No.  But  if  special  metering  is  to  your  advantage,  your  supplier  would  be 
permitted  to  offer  that  option. 

13.  Tell  me  more  about  the  companies  who  are  likely  to  enter  the  market.  Are  they 
established  businesses  who  can  be  relied  on  to  maintained  electric  supply? 

Today  10  major  utilities  sell  most  of  New  England's  power  to  retail  customers.  In 
the  future,  companies  selling  to  customers  may  include  non-utility  power  producers, 
power  marketers  or  resellers,  and  power  aggregators.  Many  of  these  are  established 
companies.  New  companies  are  expected  to  arise  as  well. 

14.  Would  the  newcomers  be  regulated  or  can  they  largely  do  as  they  please? 

It  is  expected  that  the  DPU  will  set  licensing  requirements  for  all  suppliers. 

15.  What  are  marketers  and  aggregators? 

Marketers  or  resellers  would  purchase  power  from  a  power  producer,  and  then  re- 
sell it.  Aggregators  would  organize  customers  into  "purchasing  cooperatives"  like  those 
that  exist  in  the  home  fuel  oil  market  today,  so  that  they  can  obtain  more  buying  power 
and  thus  lower  prices. 


16.  Who  would  ensure  that  customers  have  electricity  if  their  new  supplier  goes  out  of 
business? 

The  distribution  company  would  provide  default  service  to  the  customer  until  the 
customer  could  make  alternative  supply  arrangements. 

17.  Would  prices  for  transmission  and  distribution  service  be  deregulated  as  well? 

No.  The  Federal  Energy  Regulatory  Commission  and  the  Department  of  Public 
Utilities  would  continue  to  regulate  transmission  and  distribution  prices,  respectively. 

18.  Why  wait  until  1998  to  start? 

Switching  an  industry  of  utilities,  other  suppliers  and  2.5  million  customers  from 
decades  of  monopoly  service  to  a  competitive  system  is  not  easy.  We  intend  to  do  it  right 
so  that  customers  see  no  change  in  reliability,  service,  or  convenience.  1998  is  an 
aggressive  target  to  completely  change  the  way  utilities  do  business  and  customers  buy 
electricity. 

19.  Why  can't  customers  get  the  10  percent  savings  now? 

The  savings  will  come  from  the  competitive  generation  market.  The  Standard 
Offer  option  will  be  competitively  bid,  which  won't  occur  until  1998.  Customer  savings 
can't  be  obtained  until  the  market  is  established,  which  will  take  some  time. 

20.  What  else  is  required  for  this  plan  to  be  adopted  and  implemented? 

The  plan  requires  approval  by  the  Department  of  Public  Utilities,  and  parts  require 
approval  of  the  Federal  Energy  Regulatory  Commission.  In  addition,  enabling  legislation 
might  be  required  to  change  today's  law  and  allow  non-utility  suppliers  to  sell  to  retail 
customers.  Massachusetts  Electric  Company's  participation  is  not  guaranteed  unless  all 
other  investor-owned  utilities  in  the  state  also  participate. 

21.  Does  this  mean  that  companies  would  be  calling  me  during  dinner  to  sell  electricity? 

Customers  would  no  doubt  find  that  they  are  the  subject  of  much  attention  from 
companies  wanting  to  supply  them  with  power.  This  is  the  trade-off  for  lower  prices.  The 
Standard  Offer  option  would  allow  customers  to  share  in  savings  immediately,  while 
taking  their  time  to  study  the  new  options  in  a  competitive  market  and  deal  with  new 
suppliers  when  they  are  ready. 

22.  Where  else  do  customers  have  a  choice  of  electric  suppliers? 

Competition  has  been  introduced  in  England,  Norway,  Sweden,  Argentina  and 
New  Zealand,  and  is  in  development  in  several  other  countries  In  the  United  States, 
Rhode  Island  recently  passed  a  law  phasing  in  customer  choice  between  July  1997  and 
July  1998.  California  lawmakers  have  passed  a  bill  introducing  choice  beginning  in  July 
1998.  If  Harshbarger's  "Consumers  First"  plan  is  adopted,  Massachusetts  would  be 
among  the  states  leading  the  country's  efforts  to  introduce  retail  choice  in  the  electric 
industry.  Customers  in  Massachusetts  are  beginning  to  experiment  with  choice  under  a 
Massachusetts  Electric  Company  pilot  program,  and  a  state-sponsored  pilot  in  New 
Hampshire  is  giving  3  percent  of  the  state's  customers  the  ability  to  choose. 


^NEES 

^^  tom~~  REMARKS  BY  JOHN  W.  ROWE 

PRESIDENT  &  CHIEF  EXECUTIVE  OFFICER 
NEW  ENGLAND  ELECTRIC  SYSTEM 

September  12, 1996 


A  utility  can  only  prosper  if  it  helps  its  customers  prosper.  That's  the  reason  I  can  stand  before 
you  today,  next  to  the  Attorney  General,  and  tell  you  why  the  NEES  companies  are  a  part  of  this 
momentous  plan  to  bring  lower  electricity  prices  to  the  state's  consumers. 

The  NEES  companies  —  which  include  Massachusetts  Electric  Company  and  our  generation 
subsidiary  New  England  Power  Company  ~  have  been  heavily  involved  in  the  movement  to  bring 
customers  choice  of  electricity  supplier,  for  almost  two  years  now.  We  have  put  ourselves  at  the 
forefront  of  this  effort  not  out  of  nobility.  If  we  could  stay  in  our  comfortable,  regulated  world  for  the 
foreseeable  nature,  that  would  be  fine  with  us. 

But  some  of  our  customers  want  choice.  All  of  our  customers  want  lower  prices.  And 
Massachusetts  Electric  has  always  worked  hard  to  keep  our  customers  happy. 

Massachusetts  Electric  has  nearly  one  million  customers  throughout  Massachusetts  and  on 
Nantucket.  They  range  from  the  smallest  residential  customer  using  500  Idlowatthours  of  energy  a 
month,  to  the  state's  largest  commercial  company,  which  uses  20,000  times  that  much  energy.  The 
beauty  of  the  Attorney  General's  plan  is  that  it  guarantees  that  both  of  those  customers,  and  everyone  in 
between,  will  benefit  from  competition  in  the  electricity  industry. 

Attorney  General  Harshbarger  made  it  clear  months  ago  that  he  was  on  a  mission,  and  that 
mission  was  to  lock  in  savings  for  customers.  He  knew  that  creating  a  competitive  market  would  mean 
new  risk,  both  for  suppliers  and  customers.  He  knew  that  his  job  was  to  protect  the  state's  consumers  to 
the  extent  possible,  and  that  is  what  his  plan  accomplishes. 

-  over  - 
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The  NEES  companies  have  a  long  track  record  of  working  with  the  Attorney  General  to  solve 
tough  problems,  so  we  were  happy  to  be  an  ally  in  this  -  by  far  the  toughest  challenge  we  have  faced 
together. 

Credit  must  be  given  to  the  Department  of  Public  Utilities,  and  to  the  Weld  administration,  which 
have  kept  the  restructuring  effort  on  a  very  fast  track  since  the  DPU  announced  its  intention  to 
restructure  the  industry  in  August  1995.  The  principles  laid  out  by  the  Department  some  time  ago  have 
guided  the  development  of  the  plan  we  announce  today.  The  Department,  the  Attorney  General,  and  the 
legislature  will  continue  to  develop  this  plan  until  it  is  in  a  final  form  that  meets  most  of  the  needs  of  all 
concerned. 

In  addition,  other  important  stakeholders  will  be  contacted  in  the  coming  weeks,  so  the  process 
can  be  as  inclusive  as  possible.  The  NEES  companies  welcome  being  a  part  of  that  process. 

Massachusetts  Electric  and  the  NEES  companies  support  this  plan,  quite  simply,  because  it  is  fair. 
It  challenges  us  to  operate  as  efficiently  as  possible  in  the  future,  in  order  to  compete  with  new  power 
suppliers.  As  the  lowest  cost  supplier  among  major  Massachusetts  utilities,  we  welcome  that  challenge. 
As  to  the  past,  this  plan  honors  the  investments  we  have  made  in  facilities  built  to  serve  customers,  and 
allows  us  to  continue  paying  back  those  investments.  That  is  just,  and  that  is  fair. 

The  process  of  restructuring  one  of  the  nation's  largest  industries  is  a  complicated  one,  and  the 
path  to  restructuring  has  become  convoluted  at  times.  I  want  to  close  by  commending  the  Attorney 
General  again,  for  bringing  the  focus  of  all  of  these  efforts  back  to  where  it  belongs  ~  on  lower  electric 
bills  for  aU  customers.  The  highly  publicized  special  deals  for  large  customers  will  become  a  thing  of  the 
past  as  we  enter  a  new  era  of  electricity  service,  one  that  offers  deals  for  everyone. 
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SUBSIDIARIES: 


FACT  SHEET 


NEW  ENGLAND  ELECTRIC  SYSTEM 


DESCRIPTION: 


New  England  Electric  System  (NEES)  is  a  public  utility 
holding  company/  whose  subsidiaries  provide  electricity 
and  related  services  to  1.3  million  businesses  and 
households,  and  to  other  efectric  companies.   The  NEES 
companies  comprise  the  second  largest  electric  utility  in 
New  England. 


Retail: 


Massachusetts  Electric  Company,  the  largest  retail 
electric  company  in  the  state,  serving  950,000 
customers  in  1 50  communities. 


The  Narragansatt  Electric  Company,  which  serves 
328,000  customers  in  27  Rhode  Island  communities. 

Granite  State  Electric  Company,  which  serves  36,000 
customers  in  21  New  Hampshire  communities. 


Wholesale: 


New  England  Power  Company,  an  electric  generating  and 
transmission  company,  which  operates  20  generating 
stations  and  approximately  2,400  miles  of  transmission 
lines.   (See  list  below.) 


Fuels: 


Transmission: 


Narragansett  Energy  Resources  Company,  which  owns 
20  percent  of  the  Ocean  State  Power  generating  station. 

New  England  Energy  Incorporated,  an  oil  and  gas 
exploration  and  development  company. 

NEES  transmission  subsidiaries  each  own  and  operate 
portions  of  an  international  transmission  interconnection 
between  the  electric  systems  of  Hydro-Quebec  and 
NEES: 


New  England  Electric  System 
26  Research  Drive 
Westborough,  MA  01582-0001 
Telephone:  608389-2000 


-  more 
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NEES  Fact  Sheet/2 


New  England  Electric  Transmission  Corporation  operates 
a  direct  current/alternating  current  converter  terminal, 
related  facilities  and  6  miles  of  high-voltage  direct  current 
(HVDC)  transmission  line  in  New  Hampshire. 

New  England  Hydro-Transmission  Corporation  operates 
approximately  121  miles  of  HVDC  transmission  line  in 
New  Hampshire. 

New  England  Hydro-Transmission  Electric  Company, 

Inc.,  operates  a  converter  terminal  and  approximately  12 
miles  of  HVDC  transmission  line  in  Massachusetts. 


Consulting: 


Service: 


New  England  Electric  Resources,  Inc.,  an  international 
operations  and  management  consulting  services 
company. 

New  England  Power  Service  Company,  which  provides 
the  other  subsidiaries  with  support  services  including 
finance  and  accounting,  human  resources,  corporate 
communications  and  information  services. 


GENERATING 
FACILITIES: 


*  1 4  hydroelectric  generating  plants  in  western  and 
northern  New  England,  on  the  Connecticut  and  Deerfietd 
rivers,  which  have  a  total  generating  capacity  of  more 
than  1.1  million  kilowatts,  making  this  New  England's 
largest  renewable  energy  system. 

*  5  generating  stations  fueled  by  fossil  fuels  (coal,  oil, 
diesel  and/or  natural  gas),  including  Manchester  Street 
Station  in  Providence,  R.I,,  which  is  being  repowered  into 
a  natural  gas-fueled  facility. 

*  a  pumped  storage  facility  on  the  Deerfield  River  in 
Florida,  Mass. 


GENERATING 
CAPACITY: 


5.533  megawatts  (MW) 


more  - 
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NEES  Fact  Sheet/3 


COST  PER  KWH: 


YEAR  FOUNDED: 


Average  electricity  cost  to  customers  in  1 995  was 
9.54  cents  per  kilowatthour  (kWh)  ,  the  lowest  rate 
offered  by  a  major  New  England  utility. 

1926 


NUMBER  OF 
EMPLOYEES: 

NUMBER  OF 
ANNUAL  VISITORS: 


HEADQUARTERS: 


DISTRICT  OFFICES: 


TRADING  SYMBOL: 


4,850 


More  than  750f000  people  visit  New  England  Power 
Company's  recreation  sites  and  facilities  each  year. 

25  Research  Drive 
Westborough,  Mass.r  01582 
(508)  389-2000 

Massachusetts:  Northampton,  Worcester,  Hopedale, 
Weymouth,  Maiden,  North  Andover 

Rhode  is/and:   Providence,  North  Kingstown 

New  Hampshire:  Lebanon,  Salem 

NYSE:NES 


1995  OPERATING 
REVENUE: 

1995  EARNINGS: 


$2.27  billion 

$3.15  per  average  share  compared  with  $3.07  in  1994. 
Return  on  equity  was  12.8  percent,  placing  NEES  in  the 
top-third  of  major  electric  utilities  in  the  nation.  NEES 
also  rated  in  the  top  third  in  the  Northeast  for  the 
seventh  consecutive  year;  no  other  company  made  the 
list  all  seven  years. 


### 


CONTACT:    Susan  Stevens 
(508)  389-3568 
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THE  'CONSUMERS  FIRST' 
RESTRUCTURING  AGREEMENT 


Highlights 


All  customers  have  choice  on  January  1, 1998  with-. 


Guaranteed  savings  of  at  least  10% 


Open  competition  for  all  electric  sales 


Protections  for  low  income  customers 


Improved  environmental  performance 


Continued  reliable  service 


Transition  protection  for  communities  and  employees 


THE  CONSUMERS  FIRST' 
RESTRUCTURING  AGREEMENT 


Competitive 


Generating  Plants 


►  Suppliers  Compete  for 
customers 

►  Prices  set  by  market 

►  Customers  choose 
suppliers  directly 


Regulated 


Transmission  Grid 


>  Open  access:  all  suppliers 
treated  equally 


DISTRIBUTION  WIRES 


►  Temporary  transition  charge 
for  all  customers 

►  Performance-based  rates 
(regulated) 


Customers  Save  Money 


J( 


THE  'CONSUMERS  FIRST' 
RESTRUCTURING  AGREEMENT 


Today's  Residential  Bill 


Massachusetts  Electric 

A  NEES  company 


john  smith 
1234  Main  Street 
Worcester,  MA 


RATE:  RESIDENTIAL  SERVICE  R-1 


TOTAL  PRICE      $56.50 


all  costs  bundled  together 
Customers  see  One  Regulated  Price 


THE 'CONSUMERS  FIRST 
RESTRUCTURING  AGREEMENT 


Tomorrow's  Residential  Bill 


Standard  Offer 


Massachusetts  Electric 

A  NEES  company 


John  smith 
1234  Main  Street 
Worcester,  ma 


Delivery  &  Service 


Delivery  Charge        $36.50 


Transmission,  Distribution, 
Conservation,  and 
Transition  Charge 


POWER  SUPPLY 


Standard  Offer 

$14.00           < 

r 

Guaranteed  Price 

Total  Price 

$50.50 

10%  Savings 


THE  'CONSUMERS  FIRST' 
RESTRUCTURING  AGREEMENT 


Tomorrow's  Residential  Bill 


Market  Rates 


Massachusetts  Electric 

A  NEES  company 


JOHN  SMITH 
1234  MAIN  STREET 
WORCESTER,  MA 


Dellvery  &  Service 


Delivery  Charge 


$36.50 


Transmission,  Distribution, 
Conservation,  and 
Transition  Charge 


Power  Supply 


XYZ  POWER  CO. 

$12.50           < 

Assumed  Market  Price 

1 

TOTAL  PRICE 

$49.00 

1 3%  SAVINGS 


MASSACHUSETTS 

HIGH  TECHNOLOGY 

COUNCIL 

Dedicated  To  Growth ...  Commuted  lb  Action 


September  12, 1996 

FOR  IMMEDIATE  RELEASE 

For  more  iofonnaGon,  contact: 

Christopher  Anderson,  Massachusetts  High  Technology  Council  617-890-6482 

MASSACHUSETTS  HIGH  TECHNOLOGY  COUNCIL  SUPPORTS  ELECTRIC 

INDUSTRY  RESTRUCTURING  EFFORTS 

"We  applaud  Attorney  General  Scott  Harshbargcr  for  introducing  an  electric  industry  restructuring 
plan  that  will  help  foster  a  competitive  electricity  market  in  Massachusetts/'  said  Howard  Foley, 
president  of  the  Massachusetts  High  Technology  Council 

The  Attorney  General' s  plan  will  help  achieve  the  goal  articulated  in  August  1995  by  the 
Massachusetts  Department  of  Public  Utilities  (DFU)  to  give  all  retail  electricity  customers  a  choice 
of  supplier  by  January  1, 1998  and  lead  electric  utilities  to  separate  their  generation,  transmission 
and  distribution  functions. 

In  July  1996,  the  High  Tech  Council  launched  the  first  DFU  approved  retail  deem  city  pilot 
program  in  Massachusetts  when  13  participating  Council  member  rnmrwniffs  started  receiving 
electric  power  from  a  supplier  (XENERGY  Inc.)  chosen  after  a  competitive  bidding  process. 
Annualized  savings  for  pilot  participants  will  be  approximately  $2.2  million,  or  approximately  14 
percent.  The  pilot  is  testing  key  elements  of  "Choice:  New  England,"  the  plan  proposed  by 
Massachusetts  Electric  Company  in  February  1996  to  restructure  the  electric  industry. 

"Harshbarger's  plan  win  mean  that  all  our  members  and  every  electricity  customer  in 
Massachusetts  will  have  the  opportunity  for  savings  such  as  these,"  continued  Foley.  Because 
Massachusetts'  average  industrial  electricity  rates  are  71  percent  higher  than  the  national  average, 
lower  prices  are  essential  to  high  technology  businesses  which  face  increasing  competition  from 
other  regions  of  the  country  which  have  lower  energy  costs. 

"As  we  understand  the  plan,  it  will  not  adversely  impact  system  reliability  includes  provisions  to 
improve  the  regional  transmission  grid-an  important  step  to  ensuring  that  customers  will  have  a 
wide  array  of  potential  suppliers  available  to  them,"  said  Foley. 

The  High  Tech  Council  is  pleased  that  Massachusetts  Electric  Company  supports  the  Attorney 
General' s  plan.  Utility  cooperation  will  ensure  that  the  plan-if  approved  by  the  DFLMs 
implemented.  "No  one  but  the  current  Massachusetts  utilities  will  benefit  from  delay  or  protracted 
litigation,"  continued  Foley. 

Other  aspects  of  the  Attorney  General*  s  plan  are  commendable  as  well  Most  importantly,  a 
provision  which  requires  a  market  valuation  of  utility  generation  assets  which  will  phase  down  the 
'stranded  cost  recovery"  charge  paid  by  all  customers  will  help  increase  potential  savings  to 
customers  within  a  few  years. 

"  Although  further  approvals  are  needed  before  it  can  be  implemented.  Attorney  General 
Harshbarger's  plan  is  a  giant  step  forward  for  Massachusetts,"  concluded  Foley. 
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TOTAL  P. 02 


iv  Data  General 

DATA  GENERAL  CORPORATION 
4400  Computer  Drive,  Westboro.  MA  01S80 
Telephone:  (508)  3664911 


September  11, 1996 


Mr.  Donald  E.  Robinson 
Massachusetts  Electric 
82  Florence  Street 
Marlborough,  MA  01752 

Dear  Don: 


uThe  Attorney  General  and  NEES  deserve  credit  for  their  restructuring  plan 
guaranteeing  savings  for  all  customers.  As  a  participant  in  the  Mass 
Electric/Massachusetts  High  Technology  Pilot  Project  we  have  seen  that  these 
savings  are  real," 


Sincerely, 


Neil  J.  Hurley 

Director  of  Property  Management 


cc;  Ron  Skates 
Jim  Duniap 


DU  PONT 


M  E  RCK 


•  ••   MMM>t#ab,< 


RATOOPHARMACTUTTCAT.S 

33  J  Treble  Cove  Road 

N.  BUIarica,  MA  01862 
Phone:     (MOO)  362-2668 
Pax-.         (508)671-*ai2 


September  10,  1996 


Ms.  Lydia  M.  Pastuszek 

Vice  President  of  Business  Services 

Massachusetts  Electric  Company 


Re:  Restructuring  Plan 

We  applaud  this  plan  that  will  create  an  environment  of  choice,  and  provide  dependable  service  at 
a  competitive  price, 

The  pilot  program  testing  customer  choice,  resulting  in  14%  savings  for  large  companies  and  the 
10%  reduction  in  electric  costs  for  all  customers  is  most  impressive. 

Massachusetts  Electric  has  been  a  key  partner  of  the  DuPonl  Merck  Energy  conservation  Team. 
We  have  participated  in  a  number  of  Massachusetts  Electric  energy  conservation  programs  and 
are  pleased  that  the  proposed  plan  continues  to  stress  financial  support  and  energy  conservation. 

Looking  to  the  future  the  "Customer  First"  plan  appears  to  provide  what  Industry  needs  to  remain 
competitive  in  -world  wide  markets. 


d&UO-- 


Gilles  J.  Hebert 

Manager,  Facilities  Maintenance 

Contact:  Steve  Sibber* 
Communication  Specialist 
(508)671-8003 


Worcester  Area 

Chamber  of  Commerce 


STATEMENT  OF 

WILLIAM  J.  SHORT.  PRESIDENT 
WORCESTER  AREA  CHAMBER  OF  COMMERCE 


THE  WORCESTER  AREA  CHAMBER  OF  COMMERCE  IS  COMPRISED  OF  OVER 
4,000  MEMBER  FIRMS  LOCATED  THROUGHOUT  CENTRAL  MASSACHUSETTS. 
AS  A  BUSINESS  SERVICE  ORGANIZATION,  OUR  PRIMARY  OBJECTIVE  IS  TO 
INCREASE  THE  COMPETITIVENESS  OF  OUR  MEMBER  BUSINESSES  AND  TO 
FOSTER  ECONOMIC  GROWTH  IN  THE  COMMUNITIES  WHICH  WE  SERVE. 


THE  ELECTRIC  INDUSTRY  RESTRUCTURING  PLAN  ANNOUNCED  TODAY 
REPRESENTS  A  SIGNIFICANT  MILESTONE  IN  THE  DRIVE  TO  LOWER  THE  COST 
OF  ELECTRICITY  TO  OUR  MEMBER  BUSINESSES  AND  TO  INCREASE 
MASSACHUSETTS'  COMPETITIVE  POSITION. 


WE  APPLAUD  ATTORNEY  GENERAL  HARSEB ARGER  AND  MASSACHUSETTS 
ELECTRIC  COMPANY  FOR  THEIR  LEADERSHIP  AND  COOPERATION  IN 
ADVANCING  THIS  SIGNIFICANT  AGREEMENT. 


SepUmbtr  12, 1996 

Small  m 
Business 

33  W«14o  Street  Worcester,  Massachusetts  01608-1581  e  508-753-2924  •  FAX  5O8-754^M0       Nfet WOr!< 
A  tognnai  Approach  to  Ptebtom  SoMng  itmjgh  0uf(n*M  l**d*ihl0 


Massachusetts  Manufacturing  Network 


60  Ptescott  Street  •  Worcester  •  MA  •  01609 
Tell  508-831-7020         F«x:  508-S31-7215 


September  9,  1996 


Our  Network  in  conjunction  with  the  NEBS  companies,  has  already  helped  small  and  medium 
aire  manufacturers  by  aggregating  their  natural  gas  mqulrements,  which  produced  substantial 
savings.  We  look  forward  to  helping  such  manufacturers  reduce  their  structural  costs  by  providing 
the  same  aggregation  service  for  electricity, 


vector 


John  J.  Healy,  Director 


ySSTSTtf    Central  Massachusetts  Manufacturing  Partnership,  Inc. 

tmmihmimk    *     60  Prescott  Street  •  Wonc«starT  MA  01605  Phone:  (508)  831-7020  •  Fax:  (508)  B31-7215 


Massachusetts 


Manufacturing 
ftrlrwrship         ^  A 


September  9, 1998 


The  Cento/  Massachusetts  Manufacturing  Partnership,  Inc.  (CMMP)  was  formed  to  help 
manufacturer's  in  Massachusetts  become  more  competitive.  The  guarantee  of  10%  savings  on 
electrical  costs  and  the  potential  for  even  more  savings  through  the  competitive  market  Is  clearly  a 
step  In  that  direction. 


Qj.  to 


PauiD.  COtnoir,  Director 


■T'    ■■■'■ 


September  10, 1996 


After  reviewing  the  electric  restructuring  agreement  between  Musadniscta  Electric  Company 
and  Attorney  General  Scott  Hanbbarger,  we  feel  that  major  progress  is  being  made  in 
lowering  our  electric  bills  to  make  us  more  competitive  with  ouwtf-nan  companies.  Oar 
concern  is  that  the  reliability  of  the  system  would  be  compromised  during  deregulation  but  u 
we  understand  mis  agreement,  as  savings  are  realized,  reliability  will  not  be  compromiied. 

We  look  forward  to  the  implementation  of  thia  type  of  a  program 


^Arthur  J.  Pappathanasi 
President 
West  Lynn  Creamery,  Inc. 


Creamery 


62ft  UYNNWAY  »  LYNN,  MASSACHUSETTS  01005  •  PHONE:  (617)  509  - 1300 


*  Dedicating  our  efforts  to  provide  o«r  customers  the  fittest  QUALITY  products  with  SUPERIOR  service  .. 


Beverages  CI 


September  1 1,  1996  VIA  FAX  NO.:  860*6400 


Mr.  Douglas  I.  Smith 
Massachusetts  Electric  Company 
939  Southbridge  5treet 
Worcestcrf  Massachusetts  01610 

Dear  Doug: 

Polar  Beverages  understands  the  complexity  of  deregulation  and  may  benefit  from  the 
final  result  We  have  also  been  a  customer  well  served  by  Massachusetts  Electric. 

Massachusetts  Electric,  through  their  energy  conservation  programs,  has  helped 
modernize  our  lighting,  compressed  air  and  refrigeration  systems. 

Our  refrigeration  improvements  were  critical  in  our  decision  to  remain  headquartered 
in  Worcester. 

The  fairness  that  Massachusetts  Electric  has  demonstrated  as  a  supplier  shows  their 
commitment  to  residential  as  well  as  industrial  customers.  The  agreement  between  the 
Attorney  General  and  Mass  Electric  Is  another  example  of  how  Mass  Electric  continues 
to  help  its  customers  become  more  competitive. 


Sincerely, 


Christopher  J.  Crowley 

Vice  President  of  Manufacturing 

qCJKZ 


W.  BOX  1*011  •  WORCKTEH,  MA8W0HW6Tre  01815.0011  -  40  WALGOTT STRSBT  ■  WORCESTER,  MASSACHUSETTS  01809-6383 

TB.  (SOS)  763-4300  •  FA*  (SOU  7834813 


JiminyPeak 


kancock,  ma  01237  The  Mountain  Resort  iw.  wia)  738-5500 


POSITION  STATEMENT 
ELECTRIC  INDUSTRY  RESTRUCTURING 


We  at  Jimmy  Peak  arc  pleased  that  an  agreement  has  been  reached  between  the  Maisachusetts 
Electric  Company  and  the  Slate  Attorney  General's  Office  that  wiS  guarantee  a  price  reduction  in 
electricity.  lie  electric  cost  is  a  major  component  in  our  operation  and  roc  ability  to  jorajkew 
coate  ^  cqtajnjyjtreng 


/JU/Z&£~. 


Brian  H.  Faarbank,  President  &  CEO 


RLBOROUGH 

Chamber  of  Commerce 


September  10, 1996 


"The  775  business  members  that  make  up  the  Marlborough  Chamber  of 
Commerce  will  be  delighted  that  a  definitive  plan  for  utility  restructuring , 
with  guaranteed  savings,  has  been  developed  by  the  Attorney  General  and 
Massachusetts  Electric  Company.  This  plan  will  help  Massachusetts  be  a 
better  place  to  live  and  do  business." 


Susanne  M.  Leeber 
President/CEO 


11  Florence  Street,  Marlborough,  Massachusetts  01752-2822    •    Tel:  508-485-7746    Fax:  508-481-1819 


'ennedy 


DIE  CASTINGS,  INC 


September  11, 1996 


Ffr  Facsimile 
508/389-3001 


Ms.  Nancy  Sala 

Massachusetts  Electric  Company 
Westboro,  MA 

KB:  Electric  Industry  Restructuring 

Dear  Nancy, 

It  is  with  great  anticipation  that  we  have  been  awaiting  the  announcement  of  the  Electric 
Utility  Restructuring.  For  the  past  few  decades,  Massachusetts  manufacturing  has  suffered 
under  significant  cost  disadvantage  as  compared  to  other  sections  of  the  United  States. 

We  view  this  announcement  as  another  significant  initiative  by  the  Commonwealth  of 
Massachusetts  to  reverse  the  trend  of  the  past  20  years  that  has  forced  so  many  manufacturers 

to  leave  this  state  for  more  cost  competitive  pastures, 

We  applaud  Massachusetts  Electric  for  it's  proactive  and  forward  thinking  approach  to  this 
initiative  and  believe  your  leadership  position  will  benefit  the  citizens  of  Massachusetts  and 

result  in  dividends  for  your  company  in  the  years  to  come, 

We  warmly  welcome  the  Electric  Industry  Restructuring  Initiative  and  look  forward  to  it 
constructively  destroying  one  more  barrier  to  a  competitive  and  prosperous  Massachusetts. 

Regards, 

THE  WORCESTER  ENERGY  CONSORTIUM 


Chris  Crowley  Joseph  C.  Detiso  Steven  Clinch 

President  VP  8c  General  Manager  President 

Polar  Beverages  Kennedy  Die  Castings,  Inc.  Tte  Presmet  Corporation 


15  Coppage  Orlva  /  Airport  Industrial  Park  /  Worcester,  Massachusetts  01603  /  (503)  791-5594  /  FAX  (508)  791-6338 


cOMmss 

MANAGEMENT  AND  LEASING,  INC 


P.  Jay  ScWiMJMn 
StmorVkcFtetide&t 


# 


DATE:  September  11, 1996 

TO:       Daniel  Cameron 

Massachusetts  Electric 

RE:        Consumer  First-Electrical  Choice 


If  agreement  can  be  reached  by  all  of  the  participating  parties,  COMPASS 
Management  &  Leasing  Inc.  aa  one  of  the  nations  largest  corporate  facilities  management  and 
property  management  firms,  embraces  this  initiative  as  a  very  positive  step  toward  enhancing 
the  competitive  business  atmosphere  for  the  entire  Boston  and  New  England  area. 


A  SUBSIDIARY  OT  EQUITABLE  SEAL  ESTATE  INVESTMENT  MANAGEMENT,  INC. 
0l»CibatJhM4Medfad,MMMChnir<ti  02155     (617)  383-WJ5  Fax  (617)  382-2135 


Five  ground  rules  for  electric  utilities 


SCOTT  HARSHBARGER 

Three  of  the  largest  electric  util- 
ities in  the  commonwealth  will 
file  restructuring  plans  today 
with  the  Massachusetts  De- 
partment of  Public  Utilities,  taking  an- 
other step  toward  a  historic  reorganiza- 
tion of  the  industry  that  will  finally  give 
business  and  residential  consumers  real 
choices  when  it  comes  to  buying  electri- 
city. 

In  a  restructured  market,  consumers 
will  no  longer  be  forced  to  purchase  all 
their  electric  power  service  from  a  single 
monopoly,  their  local  "public  utility."  In- 
stead, they  will  be  able  to  buy  power 
from  a  number  of  competing  sellers  of 
electricity,  much  as  they  now  choose 
among  long-distance  telephone  compan- 
ies. 

My  job  as  the  official  representative 
of  consumer  interests  in  proceedings  be- 
fore the  DPU  is  to  make  sure  the  com- 
monwealth puts  the  public  interest  first 
in  the  restructuring  debate.  The  OPU 
should  stay  focused  on  the  primary  ob- 
jective of  restructuring:  providing  timely 
rate  relief  to  all  Massachusetts  consum- 
ers and  businesses  from  electric  prices 
that  are  now  nearly  twice  the  national 
average. 

Adherence  to  the  following  principles 
should  go  a  long  way  toward  achieving 
that  result 

Restructuring  should  result  In  much 
lower  prices.  Whatever  the  region's  dis- 
advantages relative  to  the  availability  of 
low-cost  hydro  power  or  local  sources  of 
fossil  fuels  (coal  oil  or  gas),  no  one  can 
argue  that  the  current  high  price  for 
electricity  in  Massachusetts  is  either  in- 
evitable or  acceptable.  Electic  prices  in 
Massachusetts  may  never  be  as  low  as 
they  are  in  the  Southeast  or  Northwest. 
But  that  does  not  mean  there  are  not 
substantial  oppportunities  for  savings 


rigors  of  open  competition.  The  current 
system  has  resulted  in  prices  that  not 
only  pinch  family  budgets,  but  also  put 
Massachusetts  businesses  at  a  distinct 
competitive  disadvantage  in  an  increas- 
ingly competitive  world. 

Any  restructuring  must  address  this 
fact  Given  that  Massport  has  just  se- 
cured a  35  percent  cut  in  the  price  it 
pays  to  Boston  Edison,  a  target  price  re- 
duction of  at  least  25  percent  for  all  cus- 
tomers does  not  appear  to  be  an  overly 
optimistic  goal. 

The  benefits  of  restructuring  should 
be  made  available  to  all  consumers.  The 
impetus  for  restructuring  began  in  the 
business  community,  but  we  all  can  and 
should  benefit  Otherwise,  costs  will  sim- 
ply shift  from  businesses  to  residential 


The  public  interest 

must  be  first  in  the 

restructuring  debate. 


as  a  result  of  new  technologies,  as  well 
as  from  exposing  utility  operations  to  the 


consumers  without  actually  lowering  our 
overall  utility  burden.  There  is  a  strong 
case  for  lowering  electric  rates  for  resi- 
dential consumers.  Much  of  the  current 
excess  of  generating  capacity  -  an  excess 
that  is  responsible  for  a  significant  por- 
tion of  the  premium  in  the  price  of  elec- 
tricity in  Massachusetts  -  is  a  result  of 
bad  utility  forecasts  of  industrial  sales 
that  never  materialized.  Residential 
sales  have  grown  at  a  rate  close  to  fore- 
casted trends,  so  homeowners  are 
blameless  for  the  utility  industry's  costly 
overcapacity.  They  should  join  business- 
es as  major  beneficiaries  of  the  lower 
prices  that  result  from  restructuring. 

A  restructured  utility  industry  must 
continue  to  protect  the  environment  and 
promote  conservation.  The  electric  util- 
itv  industry  is  the  largest  single  source 


of  air  pollution.  Building  upon  the  mdus- 
try's  recent  improvements  in  environ- 


mental  performance  is  critical  to  the 
health  of  future  generations.  Reduced 
generating  unit  emissions,  as  well  as 
continued  gains  in  efficiency,  are  neces- 
sary if  Massachusetts  is  to  meet  federal 
clean  air  requirements  by  the  1999  dead 
line  that  Congress  established.  Restruc- 
turing should  not  result  in  a  step  back- 
ward on  the  progress  already  made,  in- 
cluding the  more  efficient  use  of  energy 
and  the  development  of  clean  and  renew- 
able sources  of  energy. 

Restructuring  should  ensure  some 
measure  of  afiordability  for  low-income 
consumers.  The  new  system  should  in- 
clude protections  for  the  poor  and  other 
vulnerable  populations.  The  cost  of  pro- 
viding this  rate  protection  does  not  have 
any  perceptible  impact  on  the  cost  of 
electricity  and  should  be  minimal  to  the 
extent  that  restructuring  reduces  the 
overall  level  of  electric  prices  in  Mass- 
achusetts. 

The  transition  to  a  fully  functioning, 
stable  and  reliable  restructured  market 
for  electric  power  must  be  monitored 
closely.  Past  experience  with  major  tran- 
sitions in  other  industries  teaches  that 
the  evolution  of  new  markets  requires 
careful,  if  light-handed,  oversight  Ap- 
propriate mechanisms  must  be  in  place 
to  protect  against  unscrupulous  actors 
seeking  to  take  advantage  of  consumer 
inexperience  with  the  new  structure,  as 
well  as  to  protect  against  anticompetitive 
conduct  in  an  industry  that  will  be 
emerging  from  many  years  of  immunity 
from  the  antitrust  laws. 

Allowing  these  five  principles  to 
guide  us  will  help  protect  the  public  in- 
terest We  can  and  we  must  ensure  that 
the  rising  tide  of  competition  lowers  all 
of  our  bills,  and  that  it  does  so  without 
harm  to  the  environment  to  the  poor  or 
to  the  integrity  and  reliability  of  this  ba- 
sic service. 

Scott  Harshbarger  is  the  attorney  general 
of  Massachusetts. 
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SCOTT  HARSHBARGER 

ATTORNEY  GENERAL 

(617)  727-2200 
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NEWS     RELEASE 


CONTACT:  ED  CAFASSO 

(617)727-2543 


HARSHBARGER  URGES  DPU  TO  CHANGE  RESTRUCTURING  PLAN: 
SAYS  CURRENT  PROPOSAL  WILL  NOT  LOWER  CONSUMER  BILLS 

Attorney  General  Scott  Harshbarger,  commenting  on  the  electricity  utility  restructuring 
regulations  proposed  by  the  Department  of  Public  Utilities,  today  urged  the  DPU  to  change  its 
current  proposed  restructuring  strategy  in  order  to  lower  the  electric  bills  for  Massachusetts 
consumers. 

"It  is  simply  not  acceptable  that  the  price  for  electric  power  is  nearly  50  percent  above  the 
national  average,"  said  Harshbarger,  who  filed  formal  comments  with  the  DPU  late  today.  "I  am 
very  concerned  that  any  restructuring  of  the  utility  industry  result  in  meaningful  savings  for  all 
customers  in  Massachusetts,  business  and  residential  alike. 

"I  do  not  believe  that  goal  will  be  attained  if  we  go  down  the  path  that  the  DPU  has 
proposed."  Harshbarger  added.  "The  DPU's  current  course  will  likely  produce  little  more  than  a 
1 0-year  rate  freeze,  without  any  real  prospect  that  small  businesses  and  residential  consumers 
will  see  any  near-term  benefits  through  reduced  rates." 

On  May  1,  the  DPU  proposed  a  set  of  rules  to  transform  the  current  investor-owned 
monopoly  industry  into  a  competitive  structure  that  will  allow  consumers  to  choose  their  own 
supplier  of  electric  power  much  as  they  now  choose  among  competing  long-distance  telephone 
service  providers. 

In  his  formal  comments  to  the  DPU,  Harshbarger  argued  that  there  is  no  legal  or  factual 
basis  for  the  utility  claims  to  a  right  to  recover  from  their  customers  so-called  "stranded  costs," 
the  reduction  in  the  value  of  their  power  generation  assets  that  could  result  from  exposing  those 
assets  to  market  competition. 
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Referring  to  a  passage  from  a  1995  decision  in  which  the  DPU  suggested  that  the  utility's 
legal  claims  were  "at  best  uncertain,"  Harshbarger  urged  the  DPU  to  drop  its  stated  intention  to 
routinely  allow  such  claims  and  to,  instead,  return  to  its  earlier  position  of  subjecting  any  claims 
to  great  scrutiny. 

Harshbarger  also  stressed  the  need  for  the  DPU  to  play  an  active  consumer  protection  role 
in  at  least  the  early  stages  of  the  market  transformation.  That  role  should  include  a  requirement 
of  DPU  certification  of  any  entity  making  sales  to  end  users,  so  certification  could  be  revoked  if 
the  entity  did  not  conform  to  consumer  protection  requirements. 

He  urged  the  DPU  to  strike  the  proper  balance  between  utility  and  consumer  interests  in 
adopting  a  streamlined  approach  to  certification  that  wound  encourage  a  robust  competitive 
market  for  electric  power. 

Harshbarger  included  with  his  comments  two  reports  that  he  had  commissioned  from 
outside  experts  on  topics  relating  to  restructuring. 

The  first  is  a  report  prepared  by  Robert  Wilson,  a  professor  at  the  Stanford  Business 
School  and  recognized  authority  on  auctions,  addressing  the  desirability  and  setting  forth 
appropriate  rules  to  operate  an  auction  of  utility  generation  assets  to  obtain  market  valuations  of 
those  assets. 

The  second  report,  prepared  by  respected  economists  Raymond  Hartman  and  Richard 
Tabors,  concludes  that  there  is  no  compelling  argument  in  favor  of  the  utility  claim  to  a  right  to 
customer-funded  protection  against  economic  harm  as  a  result  of  deregulation  and  competition. 

Assistant  Attorney  General  George  Dean,  chief  of  Regulated  Industries  Division, 
Assistant  Attorneys  General  Joseph  Rogers,  Frank  Pozniak,  and  William  McAvoy,  and  Tim 
Newhard,  the  Regulated  Industry  Division's  financial  analyst,  are  overseeing  the  electric  industry 
restructuring  issue  for  Harshbarger. 

(end) 


State  regulatory  officials  put  brakes 
on  plan  to  reshape  electric  business 


By  Jerry  Ackerman 

GLOBE  STAFF 


delay,  to  avoid  stirring  up  additional 

controversy  as  Weld  campaigns 

_  against  incumbent  Democrat  John  F. 

Massachusetts  regulatory  offi-     Kerry  to  be  the  state's  junior  United 

rials,  faring  political  and  legal  pres-     States  senator. 

sure,  are  putting  the  brakes  on  their  Howe  declined  comment  on  that 

aggressive  plans  to  reshape  the     suggestion.  "I  take  the  Fifth,"  he  said, 


state's  electric  utility  industry. 

Among  the  reasons  to  slow  down 
the  state's  schedule,  the  head  of  the 
state  Department  of  Public  Utilities, 
John  B.  Howe,  also  cited  a  lack  of 
public  understanding  of  what  is  at 
stake. 

Others  suggested  Gov.  William  F. 
Weld's  administration  also  sought  a 


a  reference  to  the  US  Constitution's 
Fifth  Amendment  protecting  against 
self-incrimination. 

Howe  did  say,  though,  that  the 
DPU  wants  to  delay  any  final  actions 
until  after  a  special  legislative  com- 
mission is  due  to  report  its  view  on 
utility  restructuring  on  Dec.  1. 
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But  state  Sen.  John  O'Brien  (D- 
Andover),  cochairman  of  the  Legisla- 
ture's Joint  Committee  on  Energy, 
said  the  14-member  commission 
hasn't  yet  been  appointed. 

The  DPU  last  May  predicted  it 
could  produce  its  final  rules  for  re- 
structuring the  electric  industry  by 
Sept  20,  and  put  some  early  phases 
into  effect  by  next  Jan.  1. 

But  Howe  acknowledged  the 
commission  was  overwhelmed  by  the 
amount  of  information,  and  testimo- 
ny generated  during  three  ensuing 
months  of  written  and  oral  argu- 
ments, by  utilities,  private  generat- 
ing companies,  economists,  consum- 
er groups  and  environmentalists. 

Howe  said  the  DPU  expects  now 
to  issue  its  restructuring  order  by 
"the  end  of  the  calendar  year."  But, 


he  said,  it  has  not  changed  its  Jan.  1, 
1998  target  date  to  begin  restructur- 
ing. 

Launched  in  1995,  the  DPU's  ini- 
tiative set  its  sights  on  breaking  up 
the  electric  utility  industry's  historic 
monopoly  status  to  promote  compe- 
tition and  reduce  electric  rates. 

Howe,  along  with  independent 
generating  companies  that  could 
gain  from  an  industry  overhaul,  say 
that  the  1984  breakup  of  the  Bell 
System  and  the  deregulation  of  air- 
lines demonstrated  that  restructur- 
ing can  benefit  consumers. 

But  utility  companies  fear  that 
massive  change  could  cost  them  and 
their  stockholders  hundreds  of  mil- 
lions of  dollars  if  they  are  forced  to 
shut  down  power  plants  that  aren't 
yet  paid  for,  or  to  abrogate  long- 
term  power-supply  contracts. 

Three  of  the  state's  six  investor- 


owned  electric  utilities  have  threat- 
ened to  appeal  any  restructuring  or- 
der if  they  won't  be  paid  in  full  for 
those  investments,  and  a  fourth  has 
warned  it  might  join  such  a  lawsuit. 

O'Brien  said  the  often  highly 
technical  debate  that  the  DPU  has 
provoked  also  has  raised  the  ques- 
tion of  whether  the  agency  in  fact 
has  the  power,  either  legal  or  politi- 
cal, to  accomplish  its  goals.  "They  bit 
off  a  lot  here,"  O'Brien  said.  "People 
are  grappling  with  who  can  close  this 
deal.  It's  not  clear." 

Rhode  Island  state  legislators 
last  week  adopted  an  electric  utility 
restructuring  plan  that  attempts  to 
answer  some  of  these  issues.  But  the 
state's  public  utilities  commission  op- 
poses many  parts  of  that  plan  -  and 
most  of  it  is  phrased  in  a  way  that 
delays  implementation  until  Mass- 
achusetts also  acts. 


DPU  delays  regulations  decision 


By  TONY  MUNROE 

The  Department  of  Public  Utilities  has 
pushed  back  by  three  months  its  schedule 
for  issuing  final  regulations  for  restructur- 
ing the  electric  industry  in  Massachusetts. 

DPU  Chairman  John  Howe  said  yester- 
day the  postponement  will  not  delay  the 
department's  plan  to  bring  full  retail 
choice  to  Bay  State  electricity  customers 
by  Jan.  1, 1998. 

The  DPU  postponed  from  Sept.  20  to 
the  end  of  the  year  its  plan  to  file  final 
regulations  with  the  state  for  several  rea- 
sons: 

•  The  department  wanted  to  hold  five 
more  public  hearings.  "We  found  the 
public  hearing  process  to  be  very  use- 
ful," Howe  said,  adding  that  the  DPU 
wants  to  hold  hearings  in  five  additional 


communities. 

•  The  volume  of  comments  received  re- 
quires additional  time  for  DPU  staff  to 
digest  all  the  information. 

•  The  DPU  wants  more  time  to  work 
with  the  Legislature. 

•  The  department  wants  the  various 
"stakeholders,"  including  utilities  and  in- 
dependent power  producers,  "to  work 
toward  consensual  resolution"  on  some  of 
the  issues. 

•  The  DPU  wants  more  time  to  learn 
from  the  two  market-simulating  pilot  pro- 
grams now  under  way. 

Also,  lengthening  the  schedule  lets  the 
regional  power  pool,  called  Nepool,  con- 
tinue its  reform  process,  as  required  by 
the  Federal  Energy  Regulatory  Commis- 
sion. 


N.Y.  utility  gets 
bid  to  power 
Mass.  Anns 

r  D».  w  A  _1 


By  Jerry  Ackerman 
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A  New  York  electric  utility  beat  out  five 
New  England  power  companies  and  six  other 
bidders  to  win  a  contract  to  supply  electricity 
to  a  group  of  Massachusetts  industries. 

The  winning  bid  by  New  York  State  Elec- 
tric &  Gas  Co.  and  its  Massachusetts  subsid- 
iary, Xenergy  Inc.  of  Burlington,  is  expected  to 
save  13  participating  companies  about  $22  mil- 
lion a  year  compared  to  what  they  now  pay.     ' 

The  contract  constitutes  the  first  sale  of 
power  at  retail  in  Massachusetts  by  an  outside 
utility.  The  award,  announced  yesterday,  is 
part  of  an  18-month  pilot  program  designed  to 
test  a  state  Department  of  Public  Utilities  pro- 
posal to  break  up  the  existing  utility  industry 
to  reduce  high  electric  rates. 

The  customers,  including  Digital  Equip- 
ment Corp..  Stratus  Computer  Corp..  and  Fi- 
delity Investments,  will  buy  their  power  collec- 
tively under  the  contract  that  was  awarded  and 
will  be  administered  by  the  Massachusetts 
High  Technology  Council. 

The  program  was  developed  by  the  Mass- 
achusetts Electric  Co..  the  state's  largest  util- 
ity and  a  subsidiary  of  the  New  England  Elec- 
tric System.  Massachusetts  Electric  president ' 
Lawrence  Reilly  said  the  pilot  program's  chief 
benefit  will  be  "a  real  test"  of  administrative 
systems,  including  new  billing  arrangements. 
that  would  be  needed  if  competition  is  intro-  » 
duced  statewide. 

The  state  Department  of  Public  Utilities  is 
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working  to  write  general  rules  that 
would  make  competitive  power  sales 
universal  throughout  Massachusetts 
starting  in  January  1998. 

The  customers  will  begin  receiv- 
ing their  power  from  New  York 
State  Gas  &  Electric  in  July.  The 
electricity  will  be  shipped  into  New 
England  over  existing  lines. 

A  second  pilot  program  for  up  to 
10.000  Massachusetts  Electric  resi- 
dential customers  in  Lawrence. 
Lynn.  Northampton  and  Worcester 
is  scheduled  to  start  next  fall.  Those 
customers  will  be  invited  to  pick 
their  electric  power  suppliers  from  a 
preselected  list  in  much  the  same 
way  they  now  choose  their  long-dis- 
tance telephone  service  provider. 

A  similar  pilot  program  began 
last  month  in  New  Hampshire  for 
nearly  15,000  homes,  businesses  and 
factories  that  volunteered  to  partici- 
pate and  have  since  been  swamped 
by  sales  offers  from  more  than  20 
utility  companies  and  independent 
power  marketers. 

Council  vice  president  Christo- 
pher Anderson  said  the  New  York 
utility's  bid  was  the  lowest  among  12 
received  in  May. 

He  said  the  utility,  through  its 
ownership  of  Xenergy,  also  offered 
service  advantages,  including  experi- 


ence in  energy  conservation  pro- 
grams, that  many  of  the  participat-  i 
ing  companies  wanted. 

Anderson  said  the  winning  bid  i 
should  result  in  the  participating 
firms  paying  a  net  price  for  electric- 
ity of  6  to  7  cents  per  kilowatt  hour. 
That  compares  with  Mass.  Electric's 
present  average  rate  of  just  under  8 
cents  per  kilowatt  hour  for  industrial 
consumption. 

But  one  customer.  Stratus  Com- 
puter, calculated  that  while  it  ex- 
pects to  save  about  14  percent  off  its 
present  bill  for  the  single  building  in 
the  program,  its  new  rate  in  fact  will 
be  about  12  cents  per  kilowatt  hour. 

Other  bidders  included  Boston 
Edison  Co..  Northeast  Utilities  of 
Connecticut,  Niagara  Mohawk  Pow- 
er Co.  of  New  York,  Enron  Power 
Marketing  Co.  of  Texas,  the  New 
England  Power  Co.  and  Wheeled 
Electric  Power  Co.  of  Boston. 

A  bid  from  New  England  Power, 
which  is  also  an  affiliate  of  New 
England  Electric,  was  removed  from 
consideration  during  negotiations 
because  the  company  offered  to  ful- 
fill only  half  the  needs  of  the  13  par- 
ticipating customers. 

A  member  of  the  council's  negoti- 
ating team  said,  however,  that  New 
England  Power's  bid  also  appeared 
to  be  too  high  to  qualify  for  final  con- 
sideration. He  said  Boston  Edison 
withdrew  its  proposal  during  the  re- 
view process. 

Other  firms  that  will  get  electric- 
ity through  the  program  include  the 
Data  General  Corp.,  Genetics  Insti- 
tute, Sun  Microsystems,  Hewlett- 
Packard  Co.  and  Wang  Laborato- 
ries. 


Utility  chief 
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New  England  Electric  System 
president  and  chief  executive  John 
W.  Rowe  told  shareholders  yester- 
day that  the  company  faces  two 
years  of  fiscal  uncertainty  as  regula- 
tors and  lawmakers  hammer  out  de- 
tails of  proposed  industry  restruc- 
turing plans. 

Rowe  also  said  at  the  utility's  an- 
nual meeting  that  New  England 
Electric  will  contest  in  court  any 
plan  to  make  the  sale  of  electricity 
competitive  that  does  not  include  a 
way  for  utilities  to  collect  so-called 
stranded  costs. 

That  term  refers  to  costs  utilities 
have  incurred  for  power  plants  and 
other  facilities  on  which  money  is 
still  owed  -  but  which  might  become 
uncompetitive. 

How  much  utilities  should  be  al- 
lowed to  collect  on  these  investments 
is  considered  the  biggest  stumbling 
block  to  efforts  to  promote  competi- 
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New  England  Electric  System's  John  Rowe  speaks  to  shareholders  at  Faneuil  Hall. 


tion  in  the  sale  of  electricity.  Many 
consumer  advocates  argue  that  utili- 
ties are  not  automatically  entitled  to 
collect  for  bad  investments. 

Rowe,  addressing  about  150 
shareholders  and  others  at  the  meet- 
ing in  Boston's  Faneuil  Hall,  said  the 
company  believes  legal  precedents 
support  its  proposal  to  place  a  "tran- 
sition charge"  on  customer  bills  to 
collect  these  costs. 

"This  issue  will  not  be  won  until 
we  have  the  cash  in  hand,  and  we 
will  spare  no  effort  to  get  it,"  he  said. 

New  England  Electric  is  the  re- 
gion's second  largest  utility,  with  op- 
erating units  in  Massachusetts. 


Rhode  Island  and  New  Hampshire. 
The  region's  largest  utility,  Con- 
necticut-based Northeast  Utilities, 
also  has  pledged  to  fight  in  court  if 
plans  for  restructuring  don't  allow 
recovery  of  stranded  costs. 

While  New  England  Electric 
presents  itself  as  a  leader  in  drafting 
plans  to  promote  competition,  Rowe 
said  doubts  about  what  the  future  ul- 
timately holds  make  it  difficult  to 
predict  either  revenues  or  dividends 
over  the  next  two  years. 

"We  .would  be  delighted  to  slow 
down  restructuring  because  of  all 
the  risks  involved,"  Rowe  said  in  re- 
sponse to  a  shareholder  question. 


New  power  lines 


o 


Competition,  long  a  stranger  among  electric  ponent  parts  -  generation,  transmission  and  distri- 
\^      utilities,  today  holds  out  the  promise  of  lower  rates  button.  The  primary  objective  is  establishing  the 
C\      and  enhanced  efficiency  for  customers.  New  Eng-  true  cost  of  electricity  as  it  is  generated,  which 
landers,  who  now  pay  some  of  the  highest  electric  they  say  can  be  achieved  only  if  power  plants  stand 
prices  in  the  country,  could  have  the  most  to  gain  on  their  own  feet  in  competition  with  other 
V       from  breaking  up  the  utility  monopolies.  But  the  sources.  Utilities,  some  of  which  are  willing  to  go 
!        process  will  not  be  swift,  and  the  outcome  may  not  through  that  breakup,  point  out  that  the  plants 
\       be  equal  for  everyone.  The  guiding  principles  for  were  built  in  the  first  place  on  the  reasonable  as- 
the  transition  can  be  summarized  in  a  single  objec-  sumption  that  they  could  recover  the  costs  in  a 
tiye:  equity  for  all  participants.  regulated  world  and  that  these  costs  -  "stranded 
.    Electric  utilities  have  been  insulated  from  com-  assets"  in  contemporary  lingo  -  will  have  to  be 
petition  since  their  inception  by  the  fact  that  they  borne  by  someone  in  any  case. 
_  constitute  "natural"  monopolies.  It  made  no  sense  The  problem  is  complicated  by  joint  ownership 
to  have  two  or  more  corporations  vying  with  each  of  many  plants,  particularly  nuclear  units,  and  by 
G-^    other  in  the  same  area,  with  separate  generating  variations  in  regulation  among  New  England 
plants,  transmission  lines,  distribution  systems  states.  But  it  does  appear  desirable  that  genera- 
and  maintenance  crews.  States  everywhere  estab-  tion  be  separated  and  that  independent,  nonutility 
lished  what  were  essentially  contracts  with  monop-  companies  expand  their  nascent  entry  into  the 
/  V  bly  utilities,  granting  them  a  fixed  rate  of  return  in  field.  Utility  executives  agree  that  some  competi- 
^\)  -n  exchange  for  tight  regulation.  In  practice,  this  led  tion  will  be  healthy,  making  all  players  more  effi- 
\  •  to  uneconomical  investments  for  which  customers  cient,  assuming  that  they  and  their  shareholders 
•  wound  up  paying  -  with  no  opportunity  to  seek  are  protected  from  bearing  all  the  stranded  costs, 
^electricity  elsewhere.  Separating  the  generation  of  power  from  its 
v"1;  Now  that  is  changing,  partly  as  the  conse-  distribution  will  enhance  efficiency  in  the  produc- 
"  -quence  of  widespread  surplus  generating  capacity  tion  of  electricity  but  complicates  the  problem  of 
""  built  in  confidence  that  the  investment  would  be  recovering  stranded  costs.  Industrial  and  commer- 
recovered  through  regulated  rates,  partly  because  cial  customers  will  be  the  first  beneficiaries  of  low- 
';bf  improved  efficiency  in  the  use  of  electricity,  er-priced  electricity.  Regulators  must  be  sure  that 
"'  Hew  Englanders,  especially  cost-conscious  busi-  smaller  customers  won't  bear  an  unfair  portion  of 
^hess  customers,  lick  their  chops  at  the  prospect  of  the  stranded  costs.  Retail  customers  might  get  ac- 
",  2^eent-a-kilowatt-hour  electricity  from  coal-burn-  cess  to  lower-priced  power  sooner  than  expected 
,  nig  plants  in  the  Ohio  Valley,  even  if  it  costs  an-  through  combined  purchases  on  a  neighborhood  or 
.  other  5  cents  to  get  it  here.  community  basis  -  but  they,  too,  will  have  to  play 
r,,      Enter  competition  and  partial  deregulation,  some  role  in  recovering  stranded  costs. 
..  Federal  energy  regulators  require  utilities  to  The  unanswerable  question  is  just  how  much 
transmit  electricity  at  reasonable  costs.  State  reg-  real  cost  reduction  can  be  expected  from  breaking 
-  .ulators  are  moving  to  require  that  distribution  sys-  up  the  utilities.  The  2-cent  electricity  presently 
■  '  t€!ms  do  the  same.  The  Massachusetts  Department  available  in  spot  markets  is  almost  certain  to  dwin- 
- J  of  Public  Utilities  has  asked  the  companies  to  pre-  die  as  bidders  enter  the  market;  it  would  certainly 
sent  their  plans  for  a  deregulated  world,  taking  vanish  if  surplus  power  disappeared  -  a  real  possi- 
"nito  account  environmental  and  consumer  con-  bility.  Both  business  and  retail  customers  might 
•  -cerns.  Several,  including  Boston  Edison  and  the  prefer  to  trade  reliability  and  a  predictable  price 
"New  England  Electric  System,  have  done  so.  But  over  widely  fluctuating  markets. 
'  the  DPU  could  show  more  leadership  in  issuing  The  emergence  of  competition  is  inevitable,  but 
.  rules  for  managing  the  transition  to  deregulation,  its  impact  will  have  to  be  appraised  through  ex- 
Utility  critics  worry  that  deregulation  alone  perience.  The  changes  that  he  ahead  are  probably 
will  not  bring  about  true  competition  and  have  de-  only  the  first  in  a  series  of  modifications  altering 
manded  that  the  system  be  broken  up  into  its  com-  the  shape  of  an  industry  unaccustomed  to  change. 
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would  operate  in  a  competitive  environ- 
ment. Hearings  on  those  plans  are  expect- 
ed to  be  held  this  spring. 

The  Consumers  for  Affordable,  Clean 
Energy  coalition  called  on  lawmakers, 
Gov.  William  F.  Weld  and  the  Department 
of  Public  Utilities  to  protect  consumers 
during  the  restructuring  process.  The  co- 
alition also  urged  business  owners,  resi- 
dential customers  and  environmentalists 
to  voice  their  concerns  to  decision-mak- 
ers. 
'PROPER  SAFEGUARDS' 

Jan  Chiaretto,  spokeswoman  for  Legal 
Assistant  Corporation  of  Central  Massa- 
chusetts, said  any  increase  in  residential 
electric  rates  would  place  an  unaccept- 
able additional  burden  on  working  poor 
and  people  on  low  and  fixed  incomes.  "All 
consumers  have  the  right  to  fair  and  af- 
fordable rates.  Without  proper  safe- 
guards, those  who  can  least  afford  higher 
rates  will  be  squeezed  the  most,"  she  said. 

Ted  Conna,  a  child  psychiatrist  in  Wor- 
cester, a  member  of  New  England  Physi- 
cians for  Social  Responsibility  and  for- 
mer executive  directorof  theRegionalEn- 
vironmental  Council,  said  the 
environment  also  may  come  up  short.  Ac- 
cording to  the  coalition,  the  power  indus- 
try is  New  England's  largest  industrial 
polluter,  accountingfor  up  to  66  percent  of 
its  major  emissions. 
-   When  cut  loose  from  regulatory  over- 


sight and  faced  with  competition,  Conna 
said,  it  can  be  expected  to  opt  for  the 
cheapest  fuel  to  generate  electricity.  In- 
stead of  doing  it  right  and  pursuing  solar, 
wind  or  photovoltaic  technology,  which 
are  coming  intotheir  own,  Conna  said,  the 
utility  industry  can  be  expected  to  lean 
toward  coal  or  other  less  expensive  but 
polluting  fuels. 

Conna  said  the  electric  power  industry 
is  a  major  contributor  of  sulfur  dioxide 
and  nitrogen  oxides  in  the  atmosphere, 
both  presenting  immediate  dangers  to 
health.  "They  are  harmful  to  healthy  peo- 
ple and  can  be  devastating  and  sometimes 
deadly  to  less  healthy  ones,"  Conna  said. 
Sulfur  dioxide  is  primarily  from  burning 
coal.  Other  pollutants  generated  by  the 
electrical  industry,  the  coalition  said,  in- 
clude fine  particulates,  mercury,  lead,  ar- 
senic and  various  gases,  including  carbon 
dioxide,  a  greenhouse  gas. 

"Anything  that  would  move  into  the  di- 
rection of  increasing  these  pollutants 
would  make  matters  a  whole  lot  worse," 
Conna  said. 

To  protect  the  public  health,  Conna 
said,  deregulation  must  include  provi- 
sions to  advance  nonpolluting  energy 
measures. 

Consumers  for  Affordable,  Clean  Elec- 
tricity claim  nearly  30  member  consumer 
and  environmental  groups.  The  Ameri- 
can Association  of  Retired  Persons,  which 
has  more  than  830,000  Massachusetts 
members,  is  one  of  the  coalition  members. 


